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1. THE EC COMMISSION HAS OPENED PROCEDURES AGAINST A 25 
MILLION POUND AID PLAN INTENDED TO BENEEIL THE UK INDUSTRY MANU- 
FACTURING INSTRUMENTS AND COMPONENTS EOR AUTOMATION. UNDER 
THE PROVISIONS OF ARRTICLE 93 OF THE EEC TREATY, THIS ACTION 
EFFECTIVELY BLOCKS THE SCHEME. 

2. AFTER BEING INEORMED OF THE BRITISH PLAN LAST OCTOBER, 

THE COMMISSION ASKED FOR THE UK TO PRESENT ITS JUSTIEICATION 
FOR THE PLAN UNDER ARTICLE 92 OE THE EEC TREATY. THE OPENING 
OF PROCEDURES IS THE FIRST FORMAL STEP THE COMMISSION USED 
TO INDICATE THAT, AFTER REVIEW, IT CONSIDERED THE PLAN 
INCOMPATIBLE WITH THE FUNCTIONING OF THE COMMON MARKET. 
ACCORDING TO THE COMMISSION, OBJECTIONS TO THE PROPOSED 
SCHEME WERE VOICED ON GROUNDS THAT THEY WOULD DISTORT TRADE. 

3. IF THE UK WISHES TO CONTEST THE EINDING OF THE 
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COMMISSION, IT MAY APPEAL TO THE EC COUNCIL WHICH MAY 
BY UNANIMOUS DECISION ALLOW A DEROGATION FROM THE PRO- 
VISIONS OF ARTICLE 92, BUL COMMISSION OFEICIALS FEEL 
THIS IS VERY UNLIKELY-ONLY ONCE BEEORE IN EEC HISTORY 
HAS SUCH A DEROGATION BEEN APPROVED. THEY EXPECT THE 
UK WILL RESPOND TO COMMISSSION CIRTICISMS AND AMEND 
THE PLAN TO CONEORM WITH THE TREATY. 
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4. THE COMMISSION IS LOOKING AT TWO OTHER NEW UK 
INDUSTRIAL AID SCHEMES: ONE EOR THE ELECTRIC COMPONENTS 
INDUSTRY AND ANOTHER EOR NON-FERROUS FOUNDRIES. 
MISGIVINGS EXIST AMONG EC COMPETITION OFFICIALS ON 

THE FIRST PLAN, BUT NO DECISION HAS YET BEEN TAKEN TO 
OPEN PROCEDURES. OBJECTIONS TO THE SECOND PROPOSAL 
WERE MADE INFORMALLY BY THE COMMISSION AND OFFICIALS 
ARE AWAITING A UK REVISION OF THE SCHEME. 

5. PIERRE MATHUSEN, EC OFFICIAL RESSPONSIBLE FOR 
JUDGING THE TRADE DISTORTION EFFECTS OF NATIIONAL AID 
SCHEMES, SAID HE WAS NOT WORRIED ABOUT ANY INCREASE 
IN UK STATE AID SCHEMES SINCE NEW PROPOSALS HAVE 
DROPPED IN NUMBER SINCE LAST SUMMER. MOREOVER, MATHUSEN 
CLAIMED, EACH PROJECT WAS SELDOM GREATER THAN 10 TO 15 
MILLION POUNDS. THE COMMISSION, HE SAID, WAS SATIS- 
FIED THAT THE SCHEMES WERE INTENDED TO HELP RESTRUCTURE 
THE INDUSTRY CONCERNED (PERMITTED BY THE TREATY), AND 
NOT TO PROVIDE PRODUCTION SUBSIDIES.HINTON 
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